PeRiiSH 


AMERICAN ~ 
BANK NOTE 


COMPANY LIMITED 


Ah enna ae seceeeenaeaneenecet 


ENGRAVED !1866 


ANNUAL 
REPORT 
TOTO 


DIRECTORS 


R.G. BLACK, a.c. 
Partner 
Jones, Black, Gain & Laycraft 
Calgary 


GASTON BOULANGER 


President & General Manager 
Yvon Boulanger Limitée 
Montreal 


* Jan. GOLE 
Financial Consultant 
Montreal 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


HEAD OFFICE — OTTAWA 


+ JAMES M. TORY, o.c. 
Partner 
Tory, Tory, DesLauriers 
& Binnington 
Toronto 


*A. MURRAY VAUGHAN, C.c. 


Chairman 

British American Bank Note 
Company Limited 

St. Andrews, N.B. 


MRS. L.M. VAUGHAN 
St. Andrews, N.B. 


+ IAN DOUGLAS, C.M., C.D., O.C. 


Partner 
McCarthy & McCarthy 
Toronto 


ALAN SWEATMAN, oa.c. 


Partner 


Thompson, Dorfman, Sweatman 


Winnipeg 


*KENNETH S. SARGENT 


President 

British American Bank Note 
Company Limited 

Ottawa 


+*R.P. WHITE, 0.8.E., C.M., 


Vice Chairman 

British American Bank Note 
Company Limited 

Ottawa 


R. BROCK YOUNG 
Senior Vice President 
British American Bank Note 
Company Limited 
Toronto 


*EXECUTIVE COMMITTEE — A. MURRAY VAUGHAN, Chairman 
+ AUDIT COMMITTEE — JAMES M. TORY, Chairman 


OLFICERS 

A. MURRAY VAUGHAN, 
BP. NVHLLE; 

KENNETH S. SARGENT, 
R. BROCK YOUNG, 
GORDON C. LESLIE, 
CLARE V. VAUGHAN, 


JOHN M. BRADY, 


TRANSFER AGENT 
The Royal Trust Company 


REG/STRAR 
Montreal Trust Company 


AUDITORS 
Touche Ross & Co. 


Chairman 

Vice Chairman 

President 

Senior Vice President 

Vice President Manufacturing 
Vice President Finance 

and Secretary 

Treasurer 


Saint John, N.B., Montreal, Toronto 
and Vancouver 


Saint John, N.B., Montreal, Toronto 
and Vancouver 


V.R.D. 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


DIRECTORST REPORT 
LO SHAREHOLDERS 


Your Directors are pleased to submit the consolidated financial statements for 
the Company's 112th year ended December 31, 1978, as reported on by the 
Company’s auditors, Touche Ross & Co. 


FINANCIAL 

Sales in 1978 were $24,893,034 compared to $20,193,416 in the previous year, an 
increase of $4,699,618. Consolidated earnings for the year were $2,527,913 or 
$5.62 per share compared to $1,742,767 or $3.87 per share for 1977. The 1977 
comparative figures have been adjusted as explained in Note 5 to the financial 
statements. During the year quarterly dividends of 25¢ per share were paid in 
March, June, September and December and a special dividend of 50¢ per share 
was also paid in December. Total dividends were $1.50 per share and were all 
paid out of tax paid undistributed surplus on hand in accordance with sub-section 
83(1) of the Income Tax Act. Individuals receiving these dividends are not subject 
to income tax thereon but must reduce the adjusted cost base of their shares. 


A quarterly dividend of 40¢ per share was declared on February 17, 1979 payable 
March 15, 1979 to shareholders of record on February 28, 1979. 


The year ended with current assets of $8,698,101 and current liabilities of 
$3,143,380. Working capital was $5,554,721, an increase over last year of 
$1,863,709. 


Income tax laws relating to tax paid undistributed surplus and 1971 capital 
surplus on hand and the right to declare and pay dividends out of these surplus 
accounts were repealed as of January 1, 1979. In 1978 dividends aggregating 
$675,000 were paid out of these surplus accounts but there was approximately 
$1,103,000 of 1971 capital surplus on hand remaining. The Board of Directors 
approved the capitalization as at the close of business on December 19, 1978 of 
the amount of $1,102,500 (being $2.45 per common share) of retained earnings 
thereby preserving the opportunity for shareholders to receive this amount from 
the Company as non-taxable income, based on current income tax laws and if © 
and when authorized by the Board of Directors. 


OPERATIONS 
The strong growth trend of the Company has been continued through 1978 with 
a significant increase in sales and earnings. An expansion of our product base 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


combined with increased production efficiency contributed to a very successful 
year. Earnings as a percentage of sales improved to 10.2% from 8.6%. 


In the past six years over $6,000,000 of earnings have been invested in new plant 
and equipment and the benefits of this program are now being seen. 


RESEARCH AND DEVELOPMENT 

A company in the business of providing modern security services must have a 
strong research and development effort in order to meet the customers’ demands 
in a period of rapid technological changes. Through B A Security Research Ltd. 
we have the facility to maintain and improve our technical and engineering 
expertise in all phases of our production operations. Our objectives are to supply 
our customers with various kinds of security documents and services, and to 
improve our competitive position in the marketplace. We are continuing to 
provide the capable, enthusiastic professional staff and the necessary resources 
to carry out this important work. 


SECURITY 

Security is an integral part of every activity in the British American Bank Note 
Group. We strive to protect the interests and products of our customers at all 
times. As new security systems and alarm devices are developed we incorporate 
them into the physical safeguards of our various plants. 


BANK FORMS 

Many varieties of cheques and other banking documents are included in this 
product category. We must monitor the market for bank forms very carefully 
because of the development work being done in the field of Electronic Funds 
Transfer. Recent reports including the first Canadian study of EFT commissioned 
by the Province of Ontario have expressed concern about the social and legal 
aspects of this system. We believe the volume of cheques will continue to grow 
in the next five years at least as rapidly as in the past ten years, and we are 
planning our production facilities accordingly. Through regional plants our Group 
serves all parts of Canada in the bank form field. 


LOTTERY TICKETS 

The engraving, printing and packaging of lottery tickets is an important part of 
the Group’s operation. The highly technical production requirements must be 
adaptable to the changing market conditions of the various authorized lotteries in 
Canada. We have been successful in providing the special products ard services 
that meet the needs of these customers. 


BRITISH AMERICAN BANK NOTE 
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COMMERCIAL BUSINESS 

The engraving and printing of stock certificates and bonds have been held at a 
constant level in recent years. We have, however, been encouraged by the 
volume of this business processed in 1978 and indications are that 1979 will show 
some improvement. This continues to be a significant part of our overall business 
volume. 


RAW MATERIALS 

A critical shortage of several of our basic raw materials, particularly paper, 
developed in 1978 and will continue through 1979. Careful scheduling of printing 
orders has been necessary to ensure our products reach our customers on time. 
We have received good co-operation from both suppliers and customers through 
this difficult period. 


APPRECIATION 

Once again we would like to express our appreciation to the officers and 
employees for their efforts and support on behalf of the Company in 1978. 
Because of the increased volume of business it was a challenging year for all the 
divisions. 

OUTLOOK 

We enter 1979 with a good backlog of orders and there is reason to believe a 
further increase in sales and earnings will be achieved. 


| ROA ee 


Chairman 


Lf 


President 


February 17, 1979 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


AUDITORS’ 
REPORT 


The Shareholders 
British American Bank Note Company Limited 


We have examined the consolidated balance sheet of British American 
Bank Note Company Limited as at December 31, 1978 and the consolidated 
statements of earnings and retained earnings and changes in financial position 
for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the 
financial position of the Company as at December 31, 1978 and the results of its 
operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied, after giving 
retroactive effect to the change in accounting for investments over which the 
Company exerts significant influence as outlined in Note 1(c) to the financial 
statements, on a basis consistent with that of the preceding year. 


TOUCHE ROSS & CO. 
Chartered Accountants 


Ottawa, Ontario, February 9, 1979 
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BRITISH AMERICAN BANK NOTE 
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CONSOLIDATED BALANCE SHEET 
ASAT DECEMBER 3171976 


ASSETS 
1978 LS 
Current 
Cash $ 666,821 $ _ 
Accounts receivable 4,552,169 2,159,297 
Income taxes recoverable — 21,320 
Inventories 3,416,101 3,533,443 
Other 63,010 46,994 
8,698,101 5,767,059 
Investments (Note 2) 387,618 370,623 


Property, plant and 
equipment (Note 3) 5,320,294 5,007,185 


$14,406,013 $11,144,867 


On behalf of the Board: 
A. MURRAY VAUGHAN, Director 


KENNETH S. SARGENT, Director 


LIABILITIES 


Current 
Bank advances 
Accounts payable and 
accrued liabilities 
Sales taxes payable 
Income taxes payable 


Deferred income taxes 


SHAREHOLDERS’ EQUITY 


Capital stock 
Authorized — 600,000 common shares 
of no par value 
Issued and fully paid — 
450,000 shares (Note 4) 


Retained earnings 


1978 


2,299,457 
384,929 
458 ,994 


3,143,380 


1,422,100 


1,402,500 


8,438,033 


9,840,533 


$14,406,013 


BRS Ma Bat A 


$ 416,144 


1,416,550 
243,353 


2,076,047 


1,081,200 


300,000 


7,687,620 
7,987,620 
$11,144,867 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1978 


Sales 

Cost of sales 
Material 
Direct labour 
Variable overhead 


Manufacturing margin 
Fixed expenses 
Depreciation 
Interest 
Long-term loans 
Short-term loans 


Earnings from operations 
Investment income 
Miscellaneous income 


Provision for income taxes 


Share of increase in equity of 
investments (Note 2) 

Net earnings es the year(per.share 
1978 - $5.6251977 - $3. 87) 


Retained earnings, of 
year as restated ore 5) 4 
F eee, 
Dividends paid (per share 
1978 - $1.50; 1977 - $.96) 
Capitalization of retained 


earnings (Note 4) 


Retained earnings, end of year 


ee Ce 

( $24,893,034 $20,193,416 
6,182,260 5,648,379 
3.428.187 2,640,094 
5,766,471 4,585,345 
15,376,918 12,873,818 
9516,116 7,319,598 
4,871,791 4,053,006 
716,166 620,515 
a 40,816 
36,967 6,153 
5,624,924 4,720,490 
3,891,192 2,599,108 
114,959 112.038 
157,767 89,360 
4,163,918 2,800,506 
1,653,000 ‘1,087,500 
2.510.918 1,713,006 
16,995 29,761 
25 1,742,767 
7,687,620 6,376,853 
10,215,533 8,119,620 
675,000 432,000 
1,102,500 3 
1,777,500 432,000 
$ 8,438,033 $7,687,620 


COMPANY LIMITED 


BRITISH AMERICAN BANK NOTE 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1978 


Source 
From operations 
Net earnings for the year 
Amounts charged against earnings 
not requiring an outlay of funds 
Depreciation 
Deferred income taxes 


Application 
Dividends paid 
Purchase of fixed assets 
Decrease in long-term liability 
Increase in investments 


Increase in working capital 
Working capital, beginning of year 
Working capital, end of year 


1978 1977 
$2,527,913 $1,742,767 
716,166 620,515 
___ 340,900, __—_191,000 
3,584,979 2,554,282 
675,000 432,000 
1,029,275 —«'1, 157,858 
y 408,400 

_ 16,995 54,518 
__ 1,721,270 __ 2,052,776 
1,863,709 501,506 
3,691,012 3, 189,506 


$5,554,721 


$3,691,012 


BRITISH AMERICAN BANK NOTE 
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BA BANK NOTE GROUP im 


HALIFAX 
ATLANTIC BANKNOTE LIMITED 
5238 George Street 


MONTREAL 
YVON BOULANGER LTEE 
Head Office and Plant 
2325 Dandurand Street 


MONTREAL 
BRITISH AMERICAN BANK NOTE CO. LTD. SALES OFFICE 
3 Place Ville Marie 


OTTAWA 
BRITISH AMERICAN BANK NOTE CO. LTD. 
Head Office and Plant 
975 Gladstone Avenue 


TORONTO 
ONTARIO BANKNOTE LTD. 
799 Islington Avenue 


WINNIPEG 
WINNIPEG BANKNOTE COMPANY LTD. 
100 Irene Street 


CALGARY 
ALBERTA SECURITY PRINTING 
105 - 58th Avenue South East 


VANCOUVER 
SECURITY PRINTING CORPORATION LTD. 
188 Smithe Street 


PRODUCTS 

bank notes travellers’ cheques interim reports 
postage stamps money orders prospectuses 
revenue stamps dividend cheques trust deeds 

share certificates cash bonus coupons personalized: cheques 
warrants gift certificates order forms 

bonds and debentures promissory notes statements of fact 
lottery tickets annual reports proxies 


and many other financial documents 
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